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Military Retirement: Background and Recent Developments
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Overview
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Vesting in the military retirement sys t-yearpointstheceésmmonl y 1 e f e

generally no vesting. At 20 years, the servicemember becomes fully vested. However, individuals can receive
retirement benefits with fewer than 20 years of service under the disability retirement system and under Temporary
Early Retiremenfuthority (Section 4403P.L. 102484, October 23, 1992).

2 Department of Defens€&Y2036 DOD Statistical Report on the Military Retirement Syst®ffice of the Actuary,
July 2017.
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relatively young age-diThdaeinllvietsrytaegd® yreeattisrveoe diush ydd n o
has 22 years of service at Syearsemédt awkdi hast he a
years of ser¥%ice at retirement
Others argue that the military retirement systen
servicmeg owti ntthhe high operational tempo and repe
arcascrhhatembdmber endurleSddeavén aldipasetn, s ome hay
that past modifications to the s ywsteenf fienctte nodre d t
military recruiting and retention, particularly
Table 1. DOD Retired Military Personnel, Survivors,  and Program Costs,
FY2006-FY2016

Retire d Pay Regular Retirees

Recipients and from an Active Survivor
Fiscal Total Program Duty Military Disability Benefit
Year Cost Career Retirees Reserve Retirees Recipients
2016 2,312,880/ 1,472,140/ 116,141/ 401,580/ 323,019/

$57.01 billion $45.2 billion $1.56 billion $6.23 billion $3.98billion
2015 2,308,078 1,474,116/ 112,260/ 395,808/ 325,889/

$5649 billion $44.93 billion $1.52 billion $6.08 billion $3.96 billion
2014 2,297,889/ 1,473,315/ 107,751/ 389,750/ 327,073/

$55.13 billion $4392 billion $1.46 billion $5.85 billion $3.91billion
2013 2,284233 1,470,803/ 103,560 383,490/ 326,780/

$54.00 billion $4372billion $1.43 billion $5.62 billion $3.85 hillion
2012 2,272,295/ 1,472,087/ 95,910/ 376,052/ 328,246/

$52.61 billion $4205 billion $1.38 billion $5.36 billion $3.81 billion
2011 2,260,112/ 1,471,219/ 94,886/ 366,823/ 327,184/

$50.65 billion $40.33 billion $1.36 billion $5.06 billion $3.70 billion
2010 2,211,580 1,467,936/ 92,704/ 356,602/ 299,478/

$50.12 billion $4019 billion $1.38 billion $4.89 billion $3.65 billion
2009 2196397 1,468,377/ 91,460/ 344,393/ 297,558/

$49.56 billion $39.54 billion $1.38 billion $4.65 billion 3.60 billion
2008 2,170,893 1,466,706/ 85502 328,664/ 296,580

$45.66 billion $36.90 billion $1.29 billion $4.20 billion $327 billion
2007 2,146961 1,461,724/ 85,306/ 312,647/ 293193

$43.57 billion $3551 billion $1.29 billion $3.86 billion $2.92 billion
2006 2,116,690/ 1,452,505/ 87,232/ 293,014/ 290,136

$4113billion $33.78 billion $1.25 billion $350 billion $2.60 billion

Sources: Department of Defense-Y206 DOD Statistical Report on the Military Retirement Sffitenuf the

Actuary,Juy 2017 Statistical documents availableftsgal yar for FY2008-Y2035, available at

http://actuary.defense.gov/

Note s: Total Program Cost is totaDOD obligationfor that Fiscal Year. Survivors include the spouse, children,
and others with insurable interests that are entitled to survivor besdfom the DOD Military Retirement

Fund.

3 These figures are for all of DOD nalisability retirees, excluding reserve retirees.

4 Department of Defens€&ijscal Year 20% DOD Statistical Report on the Military Retirement Syst@ffice of the
Actuary,July 2015, pp 101and126.
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While congressionally mandated changes to the mi
any potential changgscwrreeutcadgneImp ¢ mamaetsdor esdir vi v
t he veteearvagecaeniozati ons that support them.

RetiremenE]l bgsbelhi y yCal cul ati

There are currently three separate but related r
duty members, one for reservists, and one for th
unable to -vomplmtbki ha29 car&arhdod thesbkbesysdrems
distinct eligibility requirements and formulas f
pay calculations ar e elravs e dfmermbitelreen tdeart eed wahcetni vteh ed
SD\ PPVHt he timdhééfinedrbmnedctipoerandnresfethe
component rethQDMHMBWtte rs y250t eymBh me amEr s £ ¢ ® me mber
who leave the service prior to completing 20 yea
t haotrtp on o fnothhes adbafliintegd r SBHMWIEQule md¢ deficerf dtdh & e n e f |
disability retiree occurs at their dofmability re
individuals qualify H#feoerdathtgai@®vytgrseofrementicpr i
Early Retirement Authority (TERA).

Active Componeht Retirement

For active duty midomatlyopssre v caalrbeaddt dptriyeg a
ongevtiteg Final Bhisgihc TRhargeueSayndltl etmieetdi r e ment Syst e
BRSS9 ¥dBEGCHTr a comparison of theThenepplscahbler e
etirement calculationmnervi bafmerdibto re nttheer bdda thec t whveen
ay adtastthe ti1ime¢ hefi rr o teiam avhlwaftt hseerh vtsheeey, Re d u x
ysbemBRfei f e l)ikXitbhews how eligibility for retir
eter mined.

o wng B/ =

2

5The“pay base is either the amount of basic pay being recei
Pay System) or the average of the highest 36 months of basic pay received (for those in3h8ydigm). See 10

U.S.C. 881406 and 1407aBic pay is the principal element of Regular Military Compensation (RMC). The other

elements include the Basic Allowance for Housing (BAH) and the Basic Allowance for Subsistence (BAS), which are

nontaxable allowances. Basic pay is between 65% and 75%Gf RMC excludes all special pay and bonuses,

reimbursements, educational assistanod any value associated withrmonetary benefits such as health care,

commissariesand post exchangeSor additional discussion of military pay and RMC, 68 RepdrRL33446,

Military Pay: Key Questions and Answeby Lawrence Kapp and Barbara Salazar Torreon

6 This is dso frequently referred to as regular rdisability retirement.
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Figure 1.Active Duty , Non -Disability (Longevity) Retirement Elig  ibility Flowchart
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fh syd&Fdve cmi ni mum amount of ridntrietdl @dhy t
his formula is thetedbardasSe%(adadi mbkarse
Wi ¢ ewrheombreert i res at 25 years receives 62
tfi ngeesp %) ce Hi st orically, tyheea r manaaAr5kG m, re
comput atfi cretrbveRecsd P{o3wk vyedra b & hWaart ni eorn a 1

Aut hori Fascoeh [X8489 OO 7aenxdt ebndd2e)d t he

s paystalhlld otwe d4 d dydda i onal Il ongevity r

irement credit for service ®beyond 30 years

7 Partial years of servicare credited as well, with each month equivalent teteredfth of ayear.Military Retirement
Reform Act of 1986Section 1405(b)P.L. 99348 July 1, 1986.

81n the FY205

Carl Levin and Howard P. “Buck” Rl KI8291862R)at i on al
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The Final Basic Pay cohort that ,ealdOeaads tdfe mil i
servid®ltwian &x0p e ¢ tneedmbtehrast oafbdtub ads r gt oun’pd by 2016

“Hi gh TBEtegibility and Defined Benefit Calcu
Those who enRQ@ RUSRIWHUmb ¢,@ n EHIRIEISu0a r yade 2018

eligible to eleemot he hHshgh yclobnepenet astyison base 1is t ]
higBgsars (36 months) of basic pay rather than t
are the same as under the Final Basic Pay met hod

RedE&digibility and Deaftiimmend Benefit Calcul

Th eSHGXi[ 1 i t ary retirement system was initiated wi
1 98P. (3489 The Redux formula refdarc ewhh itdhleamamyount <
servicemembeentered the armed forces on or after
system was broadly wunpopular and by 1997 Congres
and retention probl e n¥Duasisnoge itahtee df awilt ho ft hled 9c8h a 1t g
Administration announcedThkaNattionapp®DefedsBe dux
Act for Fi sPcal-6RBeQabrd a2n0dd 66p4¢2B)R RSIX RV R.W &Il tl o we d
po-Attgust ,elnt rla9mt6s t oHr gh isfFey tRéddmpte rf ¢ heRedux plus
immediate $30,0Hh6 EX¥Y2OGlpaNmMAALf . enacted on Novemb
terminReddxtbption.

Thowlo entseerrevdi ccehedur ing the timee whequiRreadd xt ovase
one dfolttwhewiongptions for calculating their retir
years of service.

™o '~ _1W Xk HiZ

E1l i gsiebrlvei c sanemhib@tpo have their retired pay compute
Redux formul a, described above as High Three

™o ' _1XALl ZeZj

El i gsiebrlvei c sameambept t o have their retired pay c¢omyg
formula and r e c3e0i,v0e0 Oa nc aisnhmebdoinautse c$a’dTlheod ea whaor e e r
select the Career Status Bonus (CSB) must remain
service or fohdebonas portion of

Congress reinstated a cap on retired pay of general and flag offideesEatecutive Level Il salary ($183,300 for
2015). This change applies only to years served after December 31, 2014.

9 Department of Defens®aluation of the Military Retirement System, September 30, Office of the
Actuary, November, 2007, p. 12.

10 Department of Defenswjilitary Compensation Background Papers: Compensation Elements and Related
Manpower Cost Items, Their Purposes and Legislative BackgrpApdis 2005, p. 707.

11U.S. Congress, Senate Special Committee on A@irgelopments in Aging: 1999 and 2000, VolumEOE" Cong.,
2" sess.S.Rept. 107158 (Washington, DC: GPO, 2001).

1237 U.S.C. 8354. The bongan actually be paid in seral annual installments if the re@pt so wishes, for tax
purposes.
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The Redux Formula

Redux is different from the High Thrdermula in two major ways.

X Retirees under age 62: First, for retirees under the age of 62, the retired pay multiplier will be reduced
for each year of creditable service less than 30 years. Under this formulayea2@etiree will receive 40%
of his or her retired pay compuaition base upon retirement (20 years of service multiplied by 2.5% minus
10%), and a 2§ear retiree will receive 57.5% of the computation base (25 years of service multiplied by
minus 5%). A 3@ear retiree, however, will receive 75% of the retiredypcomputation base (30 years of
service multiplied by 2.5% minus 0%, the same as the High Three retiree). The Redux formula, therefd
"VNHZHGu LQ IDYRU RI WK hnedhBeQthédietidahyproviding an inCehtivelrdJremain on
active dy longer before retiring.

X Retirees 62 and older: Second, when a retiree reaches the age of 62, his or her retired pay will be
recomputed based on the old formu{@.5% of the retired pay computation base for each year of sexvice
Thus, beginning at 62)e 20year retiree receiving 40% of his or her pay base under the Redux formula
begin receiving 50% of his or her pay base; thd26DU UHWLUHH: -V DQQXLW\ ZLOO M
t0 62.5%; andthe 3HDU UHWLUHH -V D Q @XHe\Way bBs® uhHeb lidvth thé\bld and new
formulas will not chang®.

BlenedirementBRFbitgimbility and Calculations

Inhe FY2AWIboa sNRDIA on recommendations from the Mildi
Retirement Moder nCioznagtriewsho pCtoramdhiisrseymstendti ft i ng fr om
apurely defined benefit spylsdteefm nteod ac obnlternidbeudt idoenf is
Servicewme B demycerars of DBecember aklr,e f20flf70or ded an
opportoaoahooBRSbPhe BRSma nfdoart oirnywhovi ¢ wdhkes sé&r vice on
or after J¥opwvnasbevpcdthhtdbeompufiart itone bdhsfei ned be
wilthbeaverage of the highest iathlree eHiyghh rBhr(e83e6 mo
Sy st em; however, the multiplier is reduced to 2.

high three average at the time of retirement mul
Theredorei aecmetmbreirn gwau lcdelirvegee drOsboe o f phys base unde
t he new f orymeualra raentdi rae e3 Owo wlhd rr epcaeyi wea s6e0 % of hi s

“Z17-™1 72-1 S¢—-Z—-

ThBI1 e nRleetdi r e me nt S yssetrevm cad m¢ombael d mewisve a portion c
pay 1in a nl uvimmpd isvuimduaAl entitled to retired pay ma
of retirement, el ect to receive

A lump sum payment of the discounted present value at the time of the election of an
amount of the covered retired paghat the eligible persois otherwise entitiéto receive
for the period beginning on the date of retirement and the date the eligible person attains
the eligible person’s retirement age.

For those who elect to receive a lump sum paymen
security, they wiflHheiargariemguleare imentllI0yYs annuity,
annual cost oTfhel ilvaiwm ga lisace raclalscewsk er et thierier 1 ump s un

13 Note that this change is an increase in monthly retired pay, not a lump sum at the age of 62.

14 Covered retired pay is defined as retired pay under title 10, title 14, the Nati@sali©and Atmospheric
Administration Commissioned Officer Corps Act of 2002 (33 U.S.C. 8301 et seq.), and the Public Health Service Act
(42 U.S.C8201 et seq.).

5pPL.11492§ 633. “Retirement age” has the meaning given to the
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paymentTha lLiwmp nstmlil meditscounted to the
each yea
1°h g mpne apna.y ment s are cons i dearxeedd eaacrcnoerdd iinngcloy

single
annual rate published by DOD in June of
foll ow

Calculating the Lump Sum Payment
An eligible retiree can elect one of two options for calculating the lump sum.
x A lump sum of 50% of the discounted present value of retired pay betweedateeof retirement and the

present value of $2,000 multiplied by 12 months multiplied by 17 years (age 67 minus age 50).
x A lump sum of 25% of the discounted present value of retpagl between the date of retirement and the

entitled to. So for example, if a retiree aged 50 was entitled to $4,000 per month in retired payyand

present value of $1,000 multiplied by 12 months multiplied by 17 years (age 67 minus age 50).

date of social security eligibility and a monthly annuity of 50% of the monthly retired pay they are other
entitled to. So for example, if a retiree aged 50 was entitled to $4,000 per month in retired pay, and wa
eligible fo social security retirement at age 67, he/she could elect to receive a lump sum of the discoun

date of social security eligibility and a monthly annuity of 75% of the monthly retired pay they are other

eligible for social security retirement at age 67, he/she could elect to receive a lump sum of the discour

1 Ze'—Ze1 "—es'<z2e'"—el

Congsesdediosimecl ude a defined contributi

complete the 20 yraacdi wdt isreerme cte cammnprevii¥eaet.i o n

Thwaasat odds with retirement benefits 1n
variety of defined contribution package
shorter ¥ime period.

Un de B RtShned i vea diussgde s uf ¢ e r J a n a nacuyt olma t2i Ocla8l

on el e mert
finding that under t&q¥*%lefgacyl rettadeawmdts k%sdf mo

fo

the priv
S and are

, 'y enrol

]

t hTehr i ft S alviPntgisaa ®1 wind ¢ a Il ecvoenlt roifb u3t% ofnr om his or
basic pay or inactive duty pay Bsegfitapioaf the fir
service. At that timeutdmamiskryicentwibittadbense o6t
patyo the ses viSEmembeunt . In addmd mbars DOD will
contribu4% onfs eerthei ¢ ésmebnabseitca pthiymg years and one day
the member first enters ser’Theesendierdembeat 26
requtior enda ke totlabtidiubdtions of 5% in order to r1e.
4% (BDEedHbr government matching péntémgtages pd THhe
two complete years of service and able to take o
subsequent matching contributions. Any earnings

16 DOD will use a real Government Discount Rate indexed by a sea@maverage of highuality corporate bonds

plus an additional amount of roughl964yielding an initial rate of 6.99% for calendgrar 2018. Horowitz, Stanley
A., David M. Tate, and John T. Warn®&iscount Rate Analysis for Blended Retirement System Lump Sum Payments
Institute for Defense Analyses, IDA Pape8827, Alexandria, VANovember 2017. Department of DeferBended

Retirement System Lumspm Government Discount Rate for 20M@morandum, May 26, 2017,

http://militarypay.defense.gov/Portals/3/Documents/BlendedRetirementDocuments/BRS%20Lump%20Sum%20Gover

nment%20Discount%20Rate%20Memo0%20(2018).pdf?ver=B6113-121230790.
17 Military Compersation and Retirement Modernization Commission Final Report, January 2015. p. 23.
18 The Employee Retirement Income Security Act (ERISA) requires firms to vest employees in c@mpadyd

defined benefit retirement plans either gradually over a perisdvan years or by five years for clifésting. In
addition, a defined contribution plan must cliff vest within three years or up to six years for gradual vesting.

19This 4% is in addition to the 1% automatic government contribution, therefore the teahigent contribution

would not exceed 5% of the member’ s basic pay.
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vested when they accrue. Servicemembers are 1 mme
contributions.

Table 2. Government Automatic and M atching Contributions

Government
Individual Automatic Government Matching Total Rate of TSP
Contribution Rate of Contribution Rate of Contribution Rate of Monthly Contribution
Basic Pay or Inactive Basic Pay or Basic Pay or of Basic Pay or
Duty Pay Inactive Duty Pay Inactive Duty Pay Inactive Duty Pay
0% 1% 0% 1%
1% 1% 1% 3%
2% 1% 2% 5%
3% 1% 3% 7%
4% 1% 3.5% 8.5%
5% 1% 4% 10%

Source: Department of DefenseGGuidance for Implementation of the Blended Retirement System for the Uniformed
ServiceMemorandum from the Deputy Secretary of Defense, January 27, 2017.

erThlsosawtomatseabvli gememblthenfIlSrP program

ividualatoatdebatli onsmount scefr vti hceednsed mtaecsri ¢ pay
the servicemember declines wioh lintaoknea tiincdailvliyd ubael
nrolled every veaftr 2% itrhdei diedwanle geumhmtersintut i on .
dividual to make an actibwda edaaoi sthen TEWPery year

In order t-oarmpeaervirdet emtdi on incentives under the
proposed continuation pay for member syewmhro reach
service obligatihdam.opOomgdr dms tdheeo Ft¥@d ) Itph NDAA ( Sec
amended it in the FY2017 NDAA to prowmpdel mese {1
than 8 and not mor &Sdaditainon 26 Fy* aafs tofbaskR¥2vdlc®. NDA
t he s eravtiicen mtbahi mum of 3 additional years of ser
continuation pay. The pay may be distributed 1in
payméonts.

The | asmnalalcowve duty (regular oammmdnenetmb eme mther
performing Active?tGu arredc eoirv eReas emivrei dwm ya mount of
equal to 2.5 times their monthly basic pay. For
the minimum continuat itoinmepsa yt hies neoqnutahll yt ob aasti cl epaas
component member of similar rank and longevity.
The law also authorizes an additional amount of
Secretar y scd@EQHrherd acti ve component members tha
mont hly basic pay mufPFopléixamplyenousmong 20haea pay

2037 U.S.C. §356(d).
21 As defined in 10 U.S.C. §101(d)(6).

22 Section 634 oP.L. 114925 t a (b} AMOUNT.—The amount of continuation pay payable falaTSP member
under subsection (ahall be the amount thi equal te—(1) in the case of a@ember of a regular component(A) the
monthly basic pay of the member at 12 years ofisemultiplied by 2.5p 1 uB) at thé discretion of the Secretary
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duty¢ &@ith over 1c0o uyleda rrse coefi vsee rcvoinctei nuation pay o
times monthly base pay of $6,745.80) and at mos:t
mont hly base fPPAy aodt $6e Wdb6bB8OFer 10 years of ser
contimpwmat iodnat least $8,521.50 (2.5 times mont hl
$52,833.30 ($8,521.50 plus 13 times monthly base
military department Secretaries ontthdedmoontidf
forscheeping by allowing the Secretaries to offer |
occupational specialties that are under manned.

Table 3. Potential Continuation Pay Multipliers
(by Component and Duty Statys

Additional Discretionary

Component and Status Minimum Continuation  Pay Continuation Pay
Active Component 2.5 times monthly base pay Up to 13 times monthly baspay
Reserve Component on Active Duty as 2.5 times monthlybase pay Up to 6 times monthly baspay
defined in10 U.S.C. §101(d)(6)

Reserve Componemoton Active 0.5 times monthly base pay Up to 6 times monthly baspay

Duty as defined i10 U.S.C. §101(d)(6)

Source: 37 USC. 8356

Note : Monthly base pay for reservists is calculated astioathly base pay of an active component member of
similar rank and longevity.

Under the blended system, reserve component memb
receive the minimum continuation payasscdpsygusse
of an active component member ), plus an addition
concerned that would be the amount of monthly ba
example, 4 RWRestdhroeoe® 10 yeranrisn go fa csteirvvei cdeu tayn dc opuel r
continuation pay of at least $16,864.50 (2.5 tin
$57,339.30 ($16,864.50 plus six tid#heswimdhantolwley ba
10 years of sertviiveee swhroviicse nditaton haec t i me of acc
receive at least §$3,372.90 (0.5 times monthly ba
($3,372.90 plus six times monthly base pay of $6

concerned, the monthly basic pay of the member at 12 years of service multiplied by such number of months (not to
exceed 13 months) as the Secretary concerned shall specify in the agreement of the mentdysaatien (a)2) in

the case of a member of a reserve compenéh} the amount of monthly basic pay to which the member would be
entitled at 12 years of service if the member were a member of a regular component multiplied by 0.5; plus (B) at the
discreion of the Secretary concerned, the amount of monthly basic pay described in subparagraph (A) multiplied by
such number of months (not to exceed 6 months) as the Secretary concerned shall specify in the agreement of the
member under subsection (a).

232015 Military Pay Chart abttp://www.dfas.mil
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Table 4.Retirement System Comparisons

Final Blended Retirement
Basic Pay High Three Redux System
Applies to Servicemember Servicemember Servicemember Servicemembers entering
entering before entering fromSept.8, entering after July 31, on or after January 1,
September 8, 198Q through July 31, 1986 and accepting 2018, and those with 12
1980 1986 and persons 15year Career Status or fewer YOS on
entering after July 31, Bonus with additional December 31, 2017, who
1986 but opting notto  five-year service choose to opt in.
accept the 15/earCSB  obligation
Basis of Final rate of Average monthly basic Average monthly basic Average monthly basic
Computation monthly basic ~ pay for the highest 36 pay for the highest 36  pay for the highest 36
pay months of basic pay months of basic pay months of basic pay
Defined 2.5% peryOS 2.5% perYOS 2.5% peryOS,less 1% 2.0% per YOS
Benefit for each year of service
Multiplier less than 30 (restored
at age 62)
Defined Individual Individual contributions Individual contributions 1.0% minimum
Contribution  contributions to  to TSP, no matching to TSP, no matching  contribution into TSP
TSP, no from Service with up to
matching 4.0% matching

contributions

Lump Sum Monthly annuity Monthly annuity only Monthly amuity only Option for partial lump

Option only sum payment at
retirement with full
monthly annuity restored
at eligibility age for full
social security payments

Additional $30,000CSBpayable at Minimum incentive pay
Continuation the 15year anniversary between 8 t012 YOS
Benefit w/five'year obligation  w/3-year service

to remain on active obligation

duty

Source: Adapted by CRS frorMilitary Compensation Background Pamgrartment of Defense, Seventh
Edition, November 2011, and FY2016 NDAA.

Notes: YOS = Years oService; CSB = Career Status Bonus.

Reserve Compone*©t Retirement

There are mbry wseheani d atr i vt @ esd n d treensse.rr vesi arrsettei r e me n t
compomRG@E mbmust also TXOOAINDUY 26r vice to become
foar defénht theemeftSte t ond, the reservecmrweds ratmetmlte siys
of 2. H%BXpY¥DOHMRWa VHIDfUy i(negx pslearivniecde bel ow) fet retiren
t hose whioe revnitceer prior,ama DRafhd@hdwpel whdOeE¢B8ter on o
JanuaryTHe pR2Oil®ary di frfeesreernwcee abnedt wiekekne asphoei mt s y s

24 Also referred to as nonregular retirement. For additional information on reserve pay and ben€fRS &eaport
RL30802,Reserve Component Personnel Issues: Questions and Anbweesvrence Kapp and Barbara Salazar
Torreon

252 generally describes the six reserve components of the Department of Defense: the Army National Guard, the Army
Reserve, the Navy Reserve, therMa Corps Reserve, the Air National Guard and the Air Force Reserve.
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system useduéabiftgloglgeer o famnsdarssvgqwticlvla laemda atear s
which the rebdmsdaimeoRe dmxmuiig ynot an option for re
For retiremdXDPDOpPINDWe s o s,c aa yeame mhe wR&etahrt rhse
at l east SBRLO®WIiVnitrse memet awarndcad fodr reserve activi
X one point for seearcvhi cdea,y wehfi ncaha 1iifftcel auidneisn g
X fi fteen poimetmsb ear syhe apr ifarort he Ready Reserve
X one point for each ina¢tive duty training (ID
X one point for each peramd of funeral honors d
X one paimtvefroy three satisfactorily completed c
correspondence courses.
With multiple oppopaunhitipatingemembpoionfsthe se
nor ma lalcyc rcuaen t he requisite SPduplbifyisngpeye ayr affomn
retirement . The maximum number of points per yea
t1me but 1s curre%?WHeyn captpiede adutlyl Op piontnst sare ad
reservist cannot egear moThket hamb&ob5opPpopatstsa 1is
both the number of years of qualifying service a
retired pay calculation purposes.

reservist may rtretire after thempl dtsi m@ 2n0 ny ena ms
we vheer ,r ets er vimsdbtewiolme wsluaglilbgnt fboaé d whiclk dt pmey
or bBheomdsoeligible f°Upomilriettdry maamdicalhecadmd
rmal ly tr ansdf eRrerseedr vteo atnhde iRe teinrtei t 1l ed to a numl
clutes s@amy and e xacchcaensgse tpor i Moirlaelgeegst;iWe h f pr 0 g n a th:
d faand iltiimist;,ed space available travel on mild@i
Rese,buntot yet ret,aredrpd ¢UDP% Hligddidilraese s. Ti me s pent
Retired Reserve counts for longevity purposes an
example, a lieutenant coReselvwhattonges#d#ti owndlt b
retired pay at age 60 calculated on the basic pa
years of longevity.

The daser vhetrbecame mefodme mbede o €Ermhaes whet her t
is c@alecdulbased on ,Hhgh FT ibhré mBeatshicraet P Sy sSTtho m e

B =BT

= B O 0 O

entering before September 8, 1980, will retire u
entering afterbuSe pbteefmobreer ,J8amiuladr 8yt ditgci A glBn dTchrr e e
systehmwvhoe first perform Reserve Component serviec
ser vinceo)r aftermwliadduareyt Bil,e nRl@eidlier e mcdh®th oS gst em
reservists wihtoh hmrvieo ral cotsimavmH 1 YD OHQW \HBUV RI VHUYL
4,320 poeilnttddBeR Sma y

26 Annual training is a twaveek period of activeervicethat usually results in 1dr 15retirement points.

27 A day ofinactive duty for trainingypically includes twdJnit Training Asembies (UTAs). The nemal drill
weekend consists of follTAs and therefore results in four retirement points. A year of weekend drills earns 48
UTAs/retirement points.

2p.L.1101818648.

2% Section 67 of the FY2008 National Defense Authorization AletL. 110181) reduced the age for receipt of retired
pay by three months for each aggate of 90 days of specified duty performed after January 28, 2008 (the date of
enactment of the FY2008 NDAA). This authority was not made retroactive to September 11, 2001. The retired pay
eligibility age cannot be reduced below 50 and eligibility for iwedbenefits remains at age 60.
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Calculation of Reserve Retired Pay

The actual calculation paraddpbdtstmbhet ac-6ivef dactt
time nature. oFomr coma mae Hrelgqusteyr ve componwnthlieuten:
5000 pwhiontjsoi ned the militar yt o nt hJea nRueatriyr eld9 8R)e saenrc
200 ter completing 20 quadhief tiurgeye 6#0s yefarse omvi «
becameeefogiblEhe rpdopays hetroet icraelsdd dpvadayddien g he t ot al
points by 360 t oHTXd¥EHDIQWRIY ®PHo /¥ n 36 Bteect 13. 89) .
mul tipeglwyi twhedaernst of ser vice byt itnee® 220. 347 Ianl t i pl i e
Using the Final 2Bdpatya §Bay aoptiiean enfalnegr codonel wi
sery20&eyears of qualifying serviis8 g7 ppad 015 years
mo n¥Mul tiinpgl yt he payr ddspap Yy Hoi2p dde&7 Q)

pr odunmcoenst hal y r e t io$® m@p4e2r anomu iht. y

Disability3Retirement

Servicewmbhmbdaertee r mi ned to be unfit for continued
and stable disqadffidyimgyphysliichy Lom disability
referr e&KDSWHUs aUHBVILUHPBOQWi t y pes mbasad amdhaviabg
disability rated wahiwhh®b%nort morte dbyatDO@Mh,e ti me of
dutAs eas url t , some disability retirees are retireoc
retirement while others have completed 20 or mor

Formulas for Calculating Disability Retired Pay
A servicemember retired for disability may select onawb available options for calculating their monthly retirg
pay33
X Longevity Formula. Retired pay is computed by multiplying the years of service times @.220% (for

those joining on or after January 1, 20Ehd then times the pay base (either finay jpa high three as
appropriate).

x Disability Formula. Retired pay is computed by multiplying the DOD disability percentage by the pay

The maximum retirewdheoadifscoarbmauldiat yciacmm oun dexrceed 75 ¢
pa¥Disability retirees are not aut hBlremded to rec
Retirement System.

Retired pay computed usnudbejre ctth et odtifseadbbielsidt o mfcoormmeu |
more of the tfhwl lagpihnege sebtedrd s abi l ity is -the result
rel at edr2ijnhjeuriyndi vi dual was ettt gipbalyenimetnat sr epcreiiowre t
September B@p,the706nidn vtibkdewu aAr meads Services, prior t
and laxtaane kligible fHPReddisadbipdyyumedei fwhe phonge

302015 Military Pay Chart dtttp://www.dfas.mil

SFor additional infor mat i «CRSReportRGIVIDisability Evalatioh of Militaryp r o c e s s , s
Servicemembeydy Christine Scott and Don J. Jansen

8210 U.S.C81201 (b) (3) (B). Prior to the FY2008 NDAR (L. 116181 81641), disabily retirement required at least
eight yearof service or a disability that resulted from active duty or was incurred in the line of duty during war or
national emergency.

3310 U.S.C81401.
3410 U.S.C81401.
3526 U.S.C.8104. The term "combatelatedinjury" means personal injury or sickneskich is incurred(1) as a direct
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those entering afitsert aSxeapbtleemboenrl y2 4t, 0 1t9h7e5 )e xt ent t
individual would receive for a combat related 1in

Extraordinary Heroism Pay

Retired enlisted members of military services Wwi
for a 10% increase in retired pay when credited
deter mi ned boyf thhies Soer@Trhe¢tsz mipaec viisces ubj ect to a ma>
of the’smembdred or retainer pay base. In 2002, (
members of the reserve componefit who are eligibl

Military Reddirald ,Paaynddeirkagl
I ncome Tax

Currehftmry personnel do notascopnatrrti bouft et hae pmoirltiito
retiremen tHopweyv eayc, chrauhael .pai d t exagitytdrtube Jauamida l
Janualr9ys 71 ,and are e Betciurlietdy tboe nfeuflilt sS obcaisaeld on t he
Military r8®ddiceldrPay amd not .M fichbrepgeritwietr ee s ch
full 8SouratySbenefits in addition to their mildit

Military 71 etbijreecd ptaoy wiist hnhootl dsiung for -Social Secu:
disability retired pay 1is subject to withholding
Security benefit may also be subject to federal

Retired Pay -oafbhdvihg AKdptst mend
( COLA)

Military retired pay 1s protetd4@UtdapgaThsetMihiftdat
Retirement Reform Act of 1986, 1in conjunction Wwi
Defensei Aat Pol .-APt0 prsdord COLAs as indicated bel o
not modified thacCOHAMMILPoImud pmaker s GQRIgAlarly di
mo diicfa ttiyopnisw,iatltH yt he aim ojfheméecdtec pagmeansttss tondetir
COLsA for 20a0rechownDE@M

Table 5. Cost-of-Living Adjustments 200 7-2017

COLA Pre-Aug. Post-Aug. COLA Pre-Aug. Post-Aug.
Date 1986 COLA 1986 COLA Date 1986 COLA 1986 COLA
Dec. 1, 2.3% 2.3% w/o CSB Dec 1, 1.5% 1.5% w/o CSB
2007 1.3% w/ CSB 2013 0.5% w/ CSB

result of armed conflic{;2) while engaged in extrahazardous serv{@gunder conditions simulating war; @f) which
is caused by an instrumentality of war.

36 See 10 U.S.C. 8®1(a)(2) (Army), 86330(c)(3) (Navy and Marine Corps), and §8991(a)(2) (Air Fame)
Department of Defens€&jnancial Management RegulatippPOD 7000.14R Volume 7B, Chapter 1, March 2018.
STp.L. 107314

38 The actual index used to adjust COLA is the-@PIthe index for urban wage earners and clerical workers. It

represents the buying habits of approximately 32% oftimanstitutional population of th&nited StatesMilitary
Compensation Background Pape8eventh Edition, November 2011, p. 637
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COLA Pre-Aug. Post-Aug. COLA Pre-Aug. Post-Aug.
Date 1986 COLA 1986 COLA Date 1986 COLA 1986 COLA
Dec 1, 5.8% 5.8% w/o CSB Dec 1, 1.7% 1.7% w/o CSB
2008 4.8% w/ CSB 2014 0.7% w/ CSB
Dec 1, 0.0% 0.0% w/o CSB Dec 1, 0.0% 0.0% w/o CSB
2009 0.0% w/ CSB 2015 0.0% w/ CSB
Dec 1, 0.0% 0.0% w/o CSB Dec 1, 0.3% 0.3% w/o CSB
2010 0.0% w/ CSB 2016 0.0% w/ CSB
Dec 1, 3.6% 3.6% w/o CSB Dec 1, 2.0% 2.0 w/o CSB
2011 2.6% w/ CSB 2017 1.0% w/ CSB
Dec 1, 1.7% 1.7% w/o CSB

2012 0.7% w/ CSB

Source: Office of the Under Secretary of Defense (Comptroller), DOD 7006R4&inancial Management
Regulation, Vol. 7B, Chapter 8pril 2016

Note s: CSB = Career Status BonuBhe COLA increase for most retired pay effective on December af the
year it is announced and reflected in the next scheduled payrfenexample, the COLA effective December 1,
2017, will apply to payments througtalendar year 28

COLAs f-dnglise ,Enttaseés

For military persnadndlarwhoeffivicte drtfored Augus't ]
COLA equal to the percentagebdtnwaemstehdonft t ihred Cpwm
succeysesairvse will be applied t o pmiildi tbaergyl nrnei tnigr eech cph
JanudThid number is rodveac¢cd“Dhetl %WOLAcasesppbhned
mont hly benefit amount and the fin¥l payment is

COL AfsoPFrer solInnWho Ent e®OpodAfSteawi ce
Augulsit9 8 6

For thoseowhpefsonsnmtelkntered military service on T

0
wil 1 be calculated 1n accordance with either of

Nomedux Recipients

Those persedmelhawlo tdetir retired peayRreedmputed i1
(High Three) formula will have theAiurguGQLAs, compu
1 986ntrants.

Redux/$30, 000 Cash Bonus Recipients

Those personnel who opt to drndandadewirt r etthea eRle pu
f or mua vhee itr COLAs computed using arkki fdeosrat forn
percentage point belSow ftohre eaxcatmpal le ,i 1t thlea tDieccre nrbaetre
increase was 2. 0%aarlCDLRedmxrWasier eds dttith®éee 1 each

39The CPl is calculated and published by the Bureau of Labor Statistics.
4010 U.S.C. 1401a.
4110 U.S.C. 1412.
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ag® b2, itsheaameme recomputation of his or her annui
purchasing poweraonaOC®baddd pysshmmdodtitthg afmflation r at
percent ¥Blki poimdc¢omputation of COLA, in combinati
retired p@di mad ¢ gipd iadaemed ¢ m) me m¥senoinit rhel tye r e d

paypari ttyhawti tohf a similarly reteadwyi mambAft whot H:
recompubtgteti 683, aho@Ivikmre, r efausttusrneue t o be computed
the basis of the inflation rate minus one percen

Reforming the Military Retire

Leading up to the FRDG®dRbeetdiurtechnoerthte nS¢yssetneenn,f 1 t h e
efforts to modify t hA nminlbietra royf rperteiwiggnesntts tduydsiteesn
that the military retirement,amydsttdiichemltd be mo

1 0QRMC Recommendations

Eviey four years, t he tPdrierseicdte nat ciosmporéeqhtehneseidv eb yr el vai
military compensation system and to forward the
Congfeanst'Mawmaldt ennial Review ¢ QRMiCld tafi yt lCo mpens :
directed areas“lhbd amplisscamteinénswasf changing expec
potential members of the uni*Tormedosmpt vihes hiesl a
QRMC suggested a major 1 e vei srieotni roefmSlndtte hs tytshtee masc t i
options

1. A defi nietd pbleanne fs i miHli agrh tToh rtehee scyuwrtreerm tb ut t hat
vest at 10 years of service and not be payabl

with less than 20 yfeoarr st hoofs es ewivtihc e2 0o ro ra tmoargee
service. Retirees could opt to receive the 1 ¢
retirement but the annuity would be reduced

2. Combined with the above defdmrtdr iblewmteifdnt pl an
plan that would require the services to cont:ri
into a retiremeantviacemdimbe dont rialetht i on woul d
2% for those with two years of service and 11
5% for those with five or more years of servi
years of service but withdrawals could not b

3 A systIDiWwWdHyf would be established at specifiec
selected per ssokninlell airne assp.eci fied

4, Separation pay would be umedn¢d shcrbhsage per
separatee ptriimg-yadtorthei a0 orfbdbrcoming eligible
immediate annuity at 20 years

4210 U.S.C. 81410.
4337 U.S.C.81008(b).
44 Presidentiamemorandum, Subject: Tenth Quadrennial Review of Military Compensation, August 2, 2005.
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11IQRMC Recommendations

DOD submillt PRME ilher e Jamte .Whoill2e t his QRMC did not
same focus on the entire retirement system as th
closely aligning active and reserve retirement s
a WRWDLI IlRgJiFstit e m approach for both the active and
recommended the following modification to the re

Reserve component members who have attained 20 qualifying years for retirement benefits
could begin redeging retired pay on the 3Ganniversary of their service start date or at age

60, whichever comes first. Reserve members would receive one retirement point for each
day of service, and the points needed for a qualifying year would be reduced from the
cument 50point requirement to 35.

branch nor Congre t a

Neither the execu e S S
t bet@BEMEndati ons of the

h a
system based on 1

t i s
he 0
Military Compensation and Retirement I
Commi s s iCRnMC() M

The National Defense Aut hoPr.ilz.® 3)%o2ns tAaxa i 1 i( NIDAA )a f o
Military Compensation and Retirement tMoedernizati
President and Congress with specific recommendat
armed services. ,tIme tcammi sosfi aetwas mmantdated to p
recommendMéeédomsi 2z® and achieve fisicad amdtainabi
retirement systems for the Armed Fdbenttapud the
Notably, SR.clt . i203mfla2md4 tefd t hatomhbkbycwmmhssowndi ti on
would grandfethecremmamblereg irees into the existir
stating:

(i) For members of the uniformed services as of such date, who became members before
the enactment of such an Act, the monthhpant of their retired pay may not be less than
they would have received under the current military compensation and retirement system,
nor may the date at which they are eligible to receive their military retired pay be adjusted
to the financial detrimerdgf the member.

(i) For members of the uniformed services retired as of such date, the eligibility for and
receipt of their retired pay may not be adjusted pursuant to any change made by the
enactment of such an Act.

The commission delivered its final report and r1e
Congress adopMCRdMEmarneyc oonfmetnhdeat i ons in the FY2016

The MCRMC did not make any wyeaommdnga beindtm;s yc f @ m g
howeverrecommended that the Secretary soff Defense
rvice requirement to shape the force profile a
e xsiesrtviincgs me MXd&Prr e s s e dt ¢oilpsp opsriotpioosnal and Congres
opt a proviMGCPME€Cdbacomme dhaetyibddrs. el i gi bility r e ma
rrent | aw.

o O »
c B o0

45 Report of the 1% Quadrennial Review of Military Compensatjalune 2012.
46 National Defense Authorization Act for FY201B,L. 112239subtitle H, 126 Stat. 1632, 1787 (2013).
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Concerns about the Future of Military

Some advocacy gnreomibpesr sa nhda vsee revei pcotaths si emdp | ccamecnet rart si o n

of thenBRS8rticular in relation to the reduced mu
annuity). These include,

X Potential 1impacts o,n arnedcruitment and retenti c

X Ser vi c e me mbaelr-bweilmlg n ¢
A retadty § ore tChoer pMa rtihm t rneotdeemltetido empmoetse f otuanbde | y
small effects on force profiles, with officer re
retefdFfhenstudy also noted that retemtpiporgmay var
the notion that flexibilvayymalyebeonmntetedeadt fon pa
other retention bonuses, or to |l-damadhdnf meé hd smum
In ter ms o fbefiinnga,n ctihael swgwdily rfadund htobatywhion retire
career and contribute to the TShotmer prwghdutomt hei
retirement to age 60 than those in the legacy r1e
of 60 wheno stagibleawing fr*®Tnhet hteo tTaSIP Iwiiftehtoiunte pbe
estimatsedd gtiaglhbeer hagaay thet i r amatelre s*BSRiSnem t han
the amiehliatgamuyp ome triertsd aienmelnits or her 40s, many cho
civilian career and may also accrue retirement s
Estimates of retirement savings are sensitive to
thernebtn investment for TSP accounts. One of the
concernrsegmaisnagamcial |l iteracy training Wiotrh ser vic
the authorization fo the new retirement system.

e e T o BT L T 7 B R R B e R

OB S DB 0 =

=

ST o o =

i

litary Retir emedntCoBudgeting

irteatriyrceometist ch 1 palméat sl t o curr e hta vree tbiereene s a
sing modestly eachlpwarjsduent ohe pumbect oabl ¢ ¢
upl ecdo swi tohf | i vingudgetseas hs ouldAhl FOYODSH reflec
tired pay actually being pailthadcCwinsgtroc spper s onnel
propriated the amount of money required to pay
nual defemsebappropriatio

nFcYel 9 8§ SDFEUXDO DFFRXQWELQHAas been used to budget

tirBhkde pmwfunded liability resulting from the c
t he nWUxdees etcliciraum.ls tasc m,0 utnh d ' RAD rb wdgeh fiscal

claudeceosnt ri bution to the military retirement fu
youRXUUH@Wor med per s onnmoetl twhhee na ntohuenyt roeft irreet i r e d
idut oet iTrheeesse BRmhWa@DIQ r i buti ons accumulate 1in t|
nd, along with Tharafeasrte ,c acdhaexlg wmntghlemiolr i t acy e
military basic pay tablgogca®@bh Dawmdgegt velml ygatrio
r military retired pay.

—_—

47 Grefer, James et allhe Military Compensation andBRWLUHPHQW ORGHUQL]DWLRQ &RPPLVVLRQTV %
Plan: Implications for Marine Corps Force Management Objecti@A, October 2016.

48 pid., p. v
49 pid., p. 70.
50p) . 11492 §661.
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The amobD@Mmutshatcontribute each yeardette randa merd byt t
an independdentiplly appointed, Department of De
which demudbksi howeeded to cover future retiremen
basic pay. Once imielLbi tparyymemde s cd ommethkme aceumaldat e d
amounts 1in the mjinloitt a mryypy mrDaOthheuw dagnentmta | f u n d
EstimatedeffutremmamndeHlcaosdetds oanr et he past rates at wh
military personnel stayed in the service until r
U. S. economy, including 1interestThrea tneosd,e 1i nhfellaptsi o
determine the level percsecatwawigechmdmbamse¢ pay for
contributed from the DOD budget—approxiymatrecelty 30
cents on everyf odrofl fl mk!l mdhmibsa sids sc cpaalyl ed t he nor mal
percentage (/MMEBDMHe s hoswa ihe multiplier for those
reducned2 .f5Srot o 2.0, the NCP for those r°®tiring un
Estimates of the magnitude of cost savings vary
suggest increased annual savings for DOD as the
Table 6 '2'-V 1RUPDO &RVW 3HUFHQWDJHV IRU )<

Benefit Formula Full-time (active component) Part-time (reserve comp onent)

Final Pay 35.5% 24.9%

High3 32.4% 23.6%

CSB/Redux 31.8% NA

BRS 23.9% 18.4%

Source: DOD Office of the Actuary Valuation of the Military Retirement SyStptember 30, 203, April 2017,

p. 20

Note: The FY2015 SOS Actuary report assumes that no members choose the lump sum option, as parameters

for this option were not determined at théme of publication.
DOD budget autheretghafidscall ygar that pay for t

retirees are transferred in a paper transaction
Security Function Tohe tReetl ifteadmaornatl Fouunddg eatl s o recei
transfers from the General Fund of the Treasury
military retirement system. This i1is the total fu
midiy service performed prior to the 1mplementat
is disbursed from this Military Retirement Fund
their retired pay from the DefSeyns clflekihmamrad laggd A
however, because this money paid to individuals
fund, it is paid out of the Income Security func!H
current retirees thusss hbauw lwmp si of rtohme tfheed efreadle rtad d
not from DOD. Under accrual accounting, therefor
continue to reflect only costs of payments to mi
t he ¢ as er ubaelf oarcec caucnct i ng began. Accrual accountin
the federal government accounts for military ret
individuals in any way.

51The FY2004 NDAA P.L. 108136 8641) which authorized concurrent receipt of military retired pay and veterans
disability benefits also required the UZepartment of the Treasury to pay into the Fund at the beginning of each year
the normal cost arising from increased concurrent receipt benefit€ R &eport R4058% oncurrent Receipt:
Background and Bues for Congresdy Kristy N. Kamarck
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Unfunded Liability

Current debates oard mblthtdederalicemeni ahave i
of XQIXQGHGo ®LDEBOLOILW\As noted abovdids, utnhfeu nmdieldi t ar y
liability consists of future retired pay costs i
Fund FYT®W&8S5initial unfunded liability®as of Sept
The unfunded liabidWwasyS$S885ThedbehdbbioigdiY2Odds are
liquidated by futnhde epaacyhmeyneta rt oo ft hach Emodno f frben t h
Treasmdyareexpdgyted to be fulPly amortized by FY2

n

Some concerns have been voiced about the amount
hundreds of billions odmpomildemwl tfti ouabfea mpadaeindk Itioa b
retirees over the nexheSPpoyamdng,jomobpbfalkrktatrcecence
pracccrual system is slLowlhyd d&89]l wumilngedudcdet prdeatt
way for employeesymontclafi mthenime dfi watt er pabenefits.
most homeowners cannot afford to pay cash for a
had to be paid in full, almost no homeowners cou
yeahs ,patyments are affordable. Similarly, the un
programsonsidered twohebne fmeodreer aal f froertdiarbelmee nt out 1 a:
many decades.
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